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conditional commitment shall be effec-
tive for whatever term is specified in 
the respective letter or commitment. 

(f) Rejection of an application. A sig-
nificant deviation in an application 
from the Commissioner’s terms or con-
ditions in an earlier stage application 
commitment or agreement shall be 
grounds for rejection. The fees paid to 
such date shall be considered as having 
been earned notwithstanding such re-
jection. 

(Approved by the Office of Management and 
Budget under control number 2502–0029) 

[61 FR 14415, Apr. 1, 1996]

§ 200.46 Commitment issuance. 

Upon approval of an application for 
insurance, a commitment shall be 
issued by the Commissioner setting 
forth the terms and conditions upon 
which the mortgage will be insured. 
The commitment term and any exten-
sion or reopening of an expired com-
mitment shall be in accordance with 
standards established by the Commis-
sioner.

§ 200.47 Firm commitments. 

A valid firm commitment must be in 
effect at the time the mortgage instru-
ment is endorsed. 

(a) Insurance upon completion. The 
commitment shall provide the terms 
and conditions for the insurance of the 
mortgage: 

(1) After completion of construction 
or substantial rehabilitation of the 
project; or 

(2) Upon completion of required 
work, except as deferred by the Com-
missioner in accordance with terms, 
conditions and standards established 
by the Commissioner, for an existing 
project without substantial rehabilita-
tion. 

(b) Insured advances. The commit-
ment shall provide for insurance of the 
mortgage as provided in paragraph (a) 
of this section, and for the insurance of 
mortgage money advanced in accord-
ance with terms and conditions estab-
lished by the Commissioner during: 
construction; substantial rehabilita-
tion; or other work acceptable to the 
Commissioner.

REQUIREMENTS INCIDENT TO INSURED 
ADVANCES

§ 200.50 Building loan agreement. 
The mortgagor and mortgagee must 

execute a building loan agreement ap-
proved by the Commissioner, that sets 
forth the terms and conditions under 
which progress payments may be ad-
vanced during construction, before ini-
tial endorsement of the mortgage for 
insurance.

§ 200.51 Mortgagee certificate. 
The mortgagee shall certify to the 

Commissioner that it will conform 
with terms and conditions established 
by the Commissioner for the mortga-
gee’s control of project funds, and 
other incidental requirements estab-
lished by the Commissioner.

§ 200.52 Construction contract. 
The form of contract between the 

mortgagor and builder shall be as pre-
scribed by the Commissioner in accord-
ance with terms and conditions estab-
lished by the Commissioner.

§ 200.53 Initial operating funds. 
The mortgagor shall deposit cash 

with the mortgagee, or in a depository 
satisfactory to the mortgagee and 
under control of the mortgagee, in ac-
cordance with terms, conditions and 
standards established by the Commis-
sioner for: 

(a) Accruals for taxes, ground rates, 
mortgage insurance premiums, and 
property insurance premiums, during 
the course of construction; 

(b) Meeting the cost of equipping and 
renting the project subsequent to its 
completion in whole or part; and 

(c) Allocation by the mortgagee for 
assessments required by the terms of 
the mortgage in an amount acceptable 
to the Commissioner.

§ 200.54 Project completion funding. 
The mortgagor shall deposit with the 

mortgagee cash deemed by the Com-
missioner to be sufficient, when added 
to the proceeds of the insured mort-
gage, to assure completion of the 
project and to pay the initial service 
charge, carrying charges, and legal and 
organizational expenses incident to the 
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